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1 4 Although there is economic stabilization in Ifengtung, the merchants do not 
like itr. They prefer inflation rather than the present deflation policy, 
which, coupled with government supervision, prevents business from flourishing <, 
Moreover 5 they have become accustomed to business under inflationary conduc- 
tions and feel that there are far too many firms if retrenchment and austerxy 
came about * Thousands of once prosperous merchants are now ua employed and 
have found it impossible to find new business* Their only alternative xs to 
seek state employment, go to farms, or emigrate* Dissatisfactim is ranpanc, 
among businessmen who would rather see the return of the Nationalists than 
lose "their substance under tho Chinese Camoimists,, 

P prices have fallen considerably, but traces have decreased in. the sme ratio, 
since they are based on parity deposit units and A 

At the beginning of February, parity deposit units equalled Ju , -A 
mn U,300. At the beginning Of Hay, the figure on 

to JUP 6,500 and had on the latter advanced to 0,000. Jhas, J^y, _ 

deposit holders lost about 20 percent in three montns, while Hong Kon* co~l<*c 
holders gained almost, lj-0 pex'eent*. 

1 Tho black market exchange is half dead. Since the beginning of 1950, there 
are only sailers and no buyers of exchange. Holders are so harapressed to 
pixy iip taxes and loans that they are liquidating Haig Kong doJLsi hoards. 

u. The Communist taxation policy, called "expropriation'', is opposed by .the 
merchants. Under the nationalists practically no taxeswore paia, altaouj^. 
bribes were eoraaon, and merchants are unwilling to pay a regular iixad tax. 
They comolain that th ey would not object so much if only profits were large, 
but as it is, profits are snail., and tumo/er dvanates. 

5. Income tax returns for the Canton area during the second half of 1 9h9 ^re 
the equivalent of HK$ 12,000,000; ana xor the firs* hell ox -*550, the ^quxv 
a_1p nt of HKS 3 6*000* 000 « Other taxes this year ineluae a oommocaty tax, ana 
a^five°percen.t ^Steation fee .on the capital of all commercial enterprises. 

6. In regard to loans, merchants in Canton during December 19h9 haci fc ° 3n 
undisclosed amount, which was repaid in February with an exchange loss of 
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UO percent, although in terns of commodities merchants did not lose. In Larch 
of this year near loan subscriptions v;ere da-.usided and, after considerable argu- 
ment, were scaled down in the total amount* 

On the question of future prosperity in Hong Kong, the Cantonese merchants feel 
that all foreign trade mil soon pass under Communist Party control and private 
merchants mil be forced out of business,. Profits of private traders mil be 
first cut, then finished off. Hong Kong v.iil thus suffer, for private traders 
vd.ll no longer cone there,. Only if and when the CCP desires to buy or sell Till 
the colony benefit* 
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